The Theory of Railway Eates
as the only justifiable basis of charging traffic. What could
be more practicable than that a particular commodity
should be charged a rate that is proportionate to the cost
that it engenders ? That is so in all industry. But railway
transportation differs from ordinary conditions of business
in so far as it is conducted on monopolistic lines, and under
monopoly the cost principle ceases to be of importance.
It is only under conditions of competition that cost is the
regulator of prices. Even under competitive conditions,
it is only in respect of those industries that are subject to
decreasing returns that a definite marginal cost is deter-
minable. Under increasing returns the external and
internal economics regulate cost and by their very nature
these economies, once they emerge, are equally enjoyed by
every different unit of production so that there is no room
for the concept of a marginal cost Railways, it may bk
repeated, work on this principle of decreasing costs. Here,
most of the expenses are fixed, and it would always be in
the interests of the company to get as much traffic as it
economically could.
Though most of transportation expenditure is joint, there
are certain costs that are ascertainable. For example,
every railroad operator knows that it would be much
costlier to ship a wagon load of cotton than a wagon
load of coal; again, the expenses incurred by an express
locomotive would be definitely different from those of an
ordinary locomotive, while the cost incurred by a goods
train would be found different from those of a passenger
train. The cost for hauling a longer train would be greater
than that for a short one, and where the commodities have
to be transhipped over a longer distance, and it is very
much greater if there are certain terminal services to be
rendered which would mean increased rates consequent on
these terminal expenses. Thus, it is possible to ascertain
some part of cost, though the large majority of cost;
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